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YEARENDED 31 DECEMBER2014 

 
Scope of application 

 
The Management of Techno Innovations Ltd (hereinafter the “Company”), in accordance with the provisions of 

paragraph 32(i) of Section 4 of Part II of chapter 1 of the Cyprus Securit ies and Exchange Commission (hereinafter 

the “CySEC”) Directive 

DI144-2014-14 of 2014. For the Prudential Supervision of Investment Firms, has an obligation to publish information relating to 

risks and risk management on an annual basisat aminimum. 

 
The Company obtained its license with number CIF 150/11, to act as a Cyprus Investment Firm, on 05 August 2011. The information 

provided in this report is based on procedures followed by the Management to identify and manage risks for the year ended 31 

December 2014 and on reportssubmitted to CySEC for the year under review. 

 
 

1. Credit Risk 

 
In theordinarycourseof business,theCompany isexposed to credit risk,which ismonitored throughvariouscontrolmechanisms.Credit 

risk arises when a failure by counterparties to discharge their obligations could reduce the amount of future cash inflows from financial 

assetson hand at thebalance sheet date. 

 
The Company has no significant concentration of credit risk while it uses the Standardized Approach to Credit Requirements for the 

calculation of its credit risk. Trade receivables are shown net of any provision made for impairment. The management believes that no 

additional credit risk, beyond amounts provided for collection losses, is inherent in the trade receivables. Cash balances are held with 

high credit quality financial institutions and the Company haspolicies to limit theamount of credit exposure to any financial institution. 

 
 

Maximum exposure to credit risk 

 
The tablebelow shows themaximum exposure to credit risk. 

 
Maximum exposure to credit risk 

2014 2013 

€000 €000 

 
 

Institutions 

Other assetsand receivables 

Regional Government / Local Authorit ies 

Retail 

Public sector 

 
 

Total carryingamount 

Total Risk weighted exposure 

Credit Risk (8%of total risk weighted assets) 

1.169 147 

375 117 

2 - 

1 - 

66 66 

 
 
1.613 330 

840 210 

67 17 

 

 

 

2. Market Risk 

 
2.1.     Foreign Exchange Risk 

 
TheCompany’sreportingcurrency is theEuro.Foreign exchange risk is the risk that the valueof financial instruments will fluctuate due 

to changes in foreign exchange rates. The risk arises when future commercial transactions and recognised assets and liabilit ies are 

denominated in acurrency that isnot the Company’sreporting currency. 
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For the year under review, the Company’sexposure to foreign exchange risk isEuro 3.112.098. 

 
Management monitors theexchange rate fluctuationson acontinuousbasisand actsaccordingly. 

 
2.2.     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, which 

attracts interest at normal commercial rates, the Company hasno other significant interest bearing financial assetsor liabilit ies. 

 
The Company'smanagement monitors the interest rate fluctuationson a continuousbasisand actsaccordingly. 

 
2.3.     Liquidity Risk 

 
Liquidity risk isdefined astherisk when thematurity of assetsand liabilitiesdoesnot match.An unmatched position potentiallyenhances 

profitability,but can also increasethe risk of losses.The Company haspoliciesand procedureswith the object of minimizingsuch losses 

suchasmaintainingsufficient cashand other highly liquid current assetsandby havingavailableanadequateamount of committed credit 

facilities.All of the Company’s financial liabilit iesexpire within 12 months. 

 
 

3. Other Risks 

 
3.1.     Fixed Overhead Risk 

 
 
Fixed Overhead Risk is the risk that the company does not hold sufficient eligible capital to accommodate fluctuations in a f irm's levels 

of business.Therequirement is to hold eligible capital of at least one-quarter of the fixed overheadsof the previousyear. 

 
The calculation of the eligible capital is based on the fixed overheads of the preceding year by excluding the following items from the 

total expenses: 

 
(a)     fully discretionary staff bonuses 

(b) employees',directors' and partners’ shares in profits, to theextent that they are fully discretionary 

(c)     other appropriationsof profitsand other variable remuneration, to theextent that they are fully discretionary 

(d) shared commission and feespayable which aredirectly related to commission and fees receivable,which are included within 

total revenue, and where the payment of the commission and fees payable is contingent upon the actual receipt of the 

commission and feesreceivable 

(e)     fees,brokerageand other chargespaid to clearinghouses,exchangesand intermediatebrokersfor thepurposesof executing, 

registeringor clearing transactions 

(f) fees to tied agents 

(g)     interest paid to customerson client money 

(h) non-recurring expensesfrom non-ordinary activit ies. 

 
 

The risks and uncertainties faced by the company are those inherent to the industry. The Board seeks to mitigate this risk by 

constant review and strict control of fixed overhead costsby optimising resourcesand reducingunnecessary expenses. 

 
For the year under review, the Company’sadditional risk exposure due to fixed overheads is Euro 2.588.000. 

 
 
 

3.2.     Operational Risk 

 
Operational risk is the risk of loss arising from fraud, unauthorized activit ies, error, omission, inefficiency, systems failure or external 

events.It is inherent in every businessorganization and coversa wide range of issues. 

 
TheCompanymanagesoperational risk through acontrol-based environment in which processesare documented and transactionsare 

reconciled and monitored. This is supported by a program of audits undertaken by the Internal Auditors of the company and by 

continuousmonitoring of operational risk incidents to ensure that past failuresare not repeated. 
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3.3.     Concentration Risk 

 
This includes large individual exposures and significant exposures to companies whose likelihood of default is driven by common 

underlying factorssuch as the economy,geographical location, instrument type etc. 
 
The Company hasno significant concentration of credit risk.The Company’s experience in the collection of trade receivables hasnever 

caused debts which are past due and have to be impaired. Due to these factors, management believes that no additional credit risk 

beyond any amountsprovided for collection losses is inherent in the Company’s trade receivables. 
 
The Company has a policy in place to monitor debts overdue by preparing debtors ageing reports. Fees receivable which are past due 

the payment period are chased for collection. 

 
3.4.     Reputation Risk 

 
Reputation risk isthecurrent or prospectiverisk to earningsand capital arisingfrom anadverseperception of the imageof theCompany 

on thepart of customers,counterparties,shareholders,investorsor regulators.Reputation risk could be triggered by poor performance, 

the lossof 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 transparent policiesand procedures in place when dealing with possible customer complaints in order to provide the 

best possible assistance and service under such circumstances. The possibility of having to deal with customer claims is very low as the 

Company provideshigh quality servicesto clients.In addition, theCompany’sBoard of Directors ismade up of high caliber professionals 

who are recognized in the industry for their integrity and ethos; thisaddsvalue to the Company. 

 
3.5.     Strategic Risk 

 
Thiscould occur asa result of adverse businessdecisions, improper implementation of decisionsor lack of responsiveness to changesin 

thebusinessenvironment.The Company’sexposure to strategic risk ismoderate aspoliciesand proceduresto minimize this type of risk 

are implemented in theoverall strategy of the Company. 
 
3.6.     BusinessRisk 

 
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 forecastsare conducted with a view to minimize the 

Company’sexposure to businessrisk.These are analyzed and taken into consideration when implementing the Company’sstrategy. 

 
3.7.     Capital Risk Management 

 
Thisistherisk that theCompany will not comply with capital adequacy requirements. TheCompany'sobjectiveswhen managingcapital 

are to safeguard theCompany'sability to continueasagoingconcern in order to providereturnsfor shareholdersand benefits for other 

stakeholders.The Company hasaregulatory obligation to monitor and implement policiesand proceduresfor capital risk management. 

Specifically, the Company is required to test its capital against regulatory requirements and has to maintain a minimum level of capital. 

Thisultimately ensures thegoing concern of the Company.Such proceduresare explained in the ProceduresManual of the Company. 
 
The Company is further required to report on its capital adequacy quarterly and has to maintain at all timesaminimum capital adequacy 

ratio which isset at 8%.The capital adequacy ratio expresses the capital base of the Company as a proportion of the total risk weighted 

assets.Management monitorssuch reportingand haspoliciesand procedures in place to helpmeet thespecific regulatory requirements. 

This isachieved through thepreparation on amonthly basisof management accounts to monitor the financial and capital posit ion of the 

Company. 

 
3.8.     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 Procedures 

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’scontrol framework at least annually.Therefore the risk of non-compliance is very low. 

 
3.9.     Legal and Compliance Risk 
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This could arise as a result of breaches or non-compliance with legislation, regulations, agreements or ethical standards and have an 

effect on earningsand capital.Theprobability of such risksoccurring isrelatively lowdue to thedetailed internal proceduresand 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 settingand achievingtheCompany’sstrategictargetsand goals.In addition,theboard meetsat least annually 

to discusssuch issuesand any suggestionsto enhance compliance are implemented by management. 

 
3.10. IT Risk 

 
IT risk could occur as a result of inadequate information technology and processing, or arise from an inadequate IT strategy and policy 

or inadequateuseof theCompany’sinformation technology.Specifically,policieshavebeen implemented regardingback-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. 

 
3.11. Money Launderingand Terrorist Financing Risk 

 
Money laundering and terrorist financing risk mainly refers to the risk that the Company may be used as a vehicle to launder money 

and/or financeterrorism.TheCompany hasestablished policies,proceduresand controls in order to mitigate themoney launderingand 

terrorist financing risks. 

Among others, these policies,proceduresand controls include thefollowing: 

(a) theadoption of arisk-based approach that involvesspecificmeasuresand proceduresin assessing themost cost effectiveand 

appropriate way to identify and manage theMoney Launderingand Terrorist Financing risksfaced by the Company 

(b) the adoption of adequate Client Due Diligence and Identification Procedures in line with the Clients’ assessed Money 

Launderingand Terrorist Financing risk 

(c) setting certain minimum standards of quality and extent of the required identification data for each type of Client (i.e. 

documents from independent and reliable sources,third party information,documentary evidence), 

(d) obtaining additional data and information from Clients, where this is appropriate and relevant, for the proper and complete 

understandingof their activitiesandsourceof wealth and for theeffectivemanagement of any increased risk emanatingfrom aparticular 

business relationship or an occasional transaction, 

(e)             ensuring that the Company’spersonnel receive theappropriate training and assistance, 

(f)             on-goingmonitoring of high risk Clients’ transactionsand activit ies,asand if applicable. 

During the year under review, the Company maintained its policies, procedures and controls with respect to money laundering and 

terrorist financing and provides, inter alia,details and further information with respect to the abovementioned measures (points (a) to 

(f)). 

The aim of the Company is for the materialisation of the Money Laundering and Terrorist Financing risk to be minimised to the lowest 

possibleand,assuch theCompany hasinitiated aprogram to supervise and examine in detail any areas identified asarisk and undertake 

relevant remedymeasures/actions,asand when required. 

 
 

4. Diversity of the Board of Directors 

 
The Board of Directors shall effectively direct the business of the Company. Considering that, the Directors chosen are of sufficiently 

good repute and sufficiently experienced so as to ensure the sound and prudent management of the Company. The Company has no 

significant concentration of management risk since each of the Directors hasmany years of experience in the financial indust ry as well 

as a wide knowledge of the markets. In addition, all of the Directors are coming from different professional backgrounds (i.e. finance, 

legal,tax,businessmanagement),hencetheBoard isat all t imessufficiently provided withdiverseconsultationsfor anyemergingmatter. 

 
 

5. Remuneration policy 

 
TheCompany isin theprocessof developingaRemuneration Policy.Theprinciplesemployed within theCompany'sRemuneration Policy 

shall be appropriate to its size, internal organisation and the nature, the scope and the complexity of its activit ies whilst adhering to the 

provisionsof the Directive DI144-2014-14 of 2014 of the Cyprus Securit ies and Exchange Commission for the Prudential Supervision 

of Financial Firms. 

 
 

5.1 Remuneration System 

 
During2014 the following wasapplicable with regards to the Company’s remuneration system: 
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The Company's remuneration system and policy is concerned with practices of the Company for those categories of staff whose 

professional activitieshave amaterial impact on its risk profile, i.e. theSenior Management,members of theBoard of Directorsand the 

Heads of the departments; the said practices are established to ensure that the rewards for the ‘executive management’ are linked to 

the Company’s performance, to provide an incentive to achieve the key business aimsand deliver an appropriate link between reward 

and performance whilst ensuringbase salary levelsare not set at artificially low levels.The Company usesremuneration asa significant 

method of attractingand retainingkey employeeswhose talent can contribute to the Company’sshort and long term success. 

 
Theremunerationmechanismsemployedarewellknown management and human resourcestools that take into account thestaff’sskills, 

experienceand performance,whilst supportingat the sametime the long-term businessobjectives. 
 
The Company’s remuneration system takes into account the highly competit ive sector in which the Company operates, and the 

considerableamount of resourcesthe Company invests in each member of thestaff. 

 
It is noted that the Company has taken into account its size, internal organization and the nature, the scope and the complexity of its 

activit iesand it doesnot deem necessary theestablishment of aspecific remuneration committee.Decisionson thesematters are taken 

on a Board of Directors level while the remuneration policy isperiodically reviewed. 

 
Thetotal remuneration of staff currently consistsof a fixed component.The remuneration variesfor different positions/rolesdepending 

on each position’s actual functional requirements, and it is set at levels which reflect the educational level, experience, accountability, 

and responsibility needed for an employee to perform each position/role. The remuneration is also set in comparison with standard 

market practicesemployed by theother market participants/ competitors. 

 
Furthermore there isno variableremuneration component while no remuneration is payable under deferral arrangements (with vested 

or unvested portions),nor were there any severancepaymentsduring the current year. 

 
5.2 Performance Appraisal 

 
The Company implements aperformance appraisal method, which is based on a set of Key Performance Indicators,developed for each 

businessunit.Theappraisal isbeing performed asfollows: 

 
a. Objectivesare set in the beginning of each month,quarter and/or year (each department isbeing appraised on different periods) 

defining what the Company functions,departmentsand individualsare expected to achieve over an upcoming period of t ime. 

b. Performance checks and feedbacks: managers provide support and feedback to the concerned staff during the time periods 

decided,during the daily activit iesor during formal or informal performance reviews; the aim is to assist the staff to develop their 

skillsand competencies. 

c. Annual performance evaluation: takesplaceannually,usually at the end of each year. 

 
5.3 Remuneration of Key Management Personnel and Directors 

 
The remuneration of the key management personnel of the Company, including Board of Directors, in 2014, was as shown in the 

following tables: 

 
Broken down by Management area 

 
 

Key Management Personnel Remuneration 
 

DirectorsRemuneration 

 
 

Total 

 
 

Broken down by Businessarea 

 
 

Key Management Personnel in Legal and Compliance 

Department 

Key Management Personnel in BrokerageDepartment 

2014 
 

€ 

200.000 

312.000 

 
 

512.000 

 
 

2014 

€ 

 
46.000 

 

17.000 

 

PAGE6 

 
Techno Innovations Ltd. is authorised and regulated by t he Cyprus Securit ies and Exchange Commission - CySEC (Licence 

number: 150/11) and is a Member of the Investor Compensat ion Fund (ICF).Techno Innovat ions Ltd. is registered wit h t he 

German Federal Financial Supervisory Authorit y - BaFin (Registrat ion number: 126399), t he Brit ish Financial Conduct Authorit y - FCA 

(Regist rat ion number: 580193), t he French Autorit e de Controle Prudent iel et de Résolut ion Banque de France - 

ACPR (Registrat ion number 74013), and is MiFID compliant under t he Investment Services and Regulated Market Law of 2007 (Law 

number: 144(I)/2007). Techno Innovat ions  Ltd. is licensed t o provide t he investment services of 

Agency Only Execut ion (i.e. recept ion and t ransmission of orders,execut ion of orders on behalf of clients) and Port folio Management in 

relat ion to Transferable Securit ies, Opt ions, Futures, SWAPS, Forward Rate Agreements, Financial Cont racts for 

Differences (CFD) and other Derivat ives.Techno Innovat ions Ltd. is also licensed to provide the ancillary service of 

Safekeeping and Administrat ion of Financial Instruments.



Techno Innovations Limited 

 

 

 

 
 

Key Management Personnel in Back Office 

Department 

Key Management Personnel in Operation Department 

Key Management Personnel in IT Department 

Key Management Personnel in Call Centre 

Department 

Key Management Personnel in Institutional Sales 

Department 

Key Management Personnel in Portfolio Management 

Department 

Key Management Personnel in Finance & Accounting 

Department 

Total 

 

27.000 
 

15.000 

26.000 
 

10.000 

 
3.000 

 
21.000 

 
35.000 

 

200.000 

 

 

6. Capital Management 

 
The adequacy of the Company’s capital is monitored by reference to the rules established by the Basel Committee as adopted by the 

CySEC. In December 2007 the CySEC issued the Directive DI144-2007-05, as later amended, for the calculation of the capital 

requirementsof Investment Firmsadopting the relevant European Union directive. Basel II consistsof threepillars: (I)minimum capital 

requirements, (II) supervisory review processand (III)market discipline. 

 
6.1.     Pillar I – Minimum Capital Requirements 

 
The Company adopted the Standardised approach for Credit and Market 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 and maturity period of the exposure. The categories of exposures the 

Company is exposed to with regardsto credit risk,aredeposits with banks, fixed assetsand other current assets. 

 
TheStandardisedmeasurement method for thecapital requirement for market risk addstogether the longand short positionsof 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. 

 
 

6.2.     Pillar II – The Supervisory Review Process (SRP) 

 
TheSupervisory ReviewProcessprovidesrules to ensure that adequatecapital is in place to support any risk exposuresof 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 asconcentration risk,reputation risk,businessand strategic risk and any external factorsaffecting the Company. 

 
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 firmson acontinuousbasisand to evaluate how well the investment firmsare assessing their capital needsrelative to their 

risks.If adeficiency arises,prompt and decisiveaction is taken to restore the appropriate relationship of capital to risk. 

 
6.3.     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 resultsand conclusionsof ICAAPare 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 disclosuresmust be verified by the external auditors of 

the investment firm.The investment firm will be responsible to submit itsexternal auditors’ verification report to CySEC.The Company 

hasincludeditsriskmanagement disclosuresasper theDirectiveon itswebsiteasit doesnot publish itsfinancialstatements.Verification 

of thesedisclosureshasbeen madeby the external auditors and sent to CySEC. 

 
PAGE7 

 
Techno Innovat ions  Ltd. is authorised and regulated by t he Cyprus Securit ies and Exchange Commission - CySEC (Licence 

number: 150/11) and is a Member of the Investor Compensat ion Fund (ICF). Techno Innovat ions Ltd. is registered with t he German Federal 

Financial Supervisory Authorit y - BaFin (Registrat ion number: 126399), t he Brit ish Financial Conduct Authorit y - FCA (Regist rat ion number: 

580193), t he French Autorite de Cont role Prudent iel et de Résolut ion Banque de France - ACPR (Regist rat ion number 

74013), and is MiFID compliant under t he Investment Services and Regulated 

Market Law of 2007 (Law number: 144(I)/2007). Techno Innovat ions Ltd. is licensed to provide t he investment services of 

Agency Only Execut ion (i.e.recept ion and t ransmission of orders,execut ion of orders on behalf of clients) and Port folio Management in relat ion 

to Transferable Securit ies, Opt ions, Futures, SWAPS, Forward Rate Agreements, Financial Cont racts for Differences (CFD) and other 

Derivat ives. Techno Innovat ions Ltd. is also licensed to provide the ancillary 

service of Safekeeping and Administ rat ion of Financial Instruments.



Techno Innovations Limited 

 

 

 

 
 

6.4.     Capital adequacy ratio 

 
The primary objective of the Company’s capital management is to ensure that the Company complies with externally imposed capital 

requirementsand that theCompanymaintainshealthycapital ratiosin order tosupport itsbusinessand tomaximiseshareholders’value. 

 
The Company manages its capital structure and makes adjustments to it, in light of changes in economic conditions and the risk 

characteristicsof itsactivit ies. 

 
The CySEC requireseach investment firm to maintain a minimum ratio of capital to risk weighted assets of 8%.The CySEC may impose 

additional capital requirements for risksnot covered by Pillar I. 

 
 
 
During2014 the Company had fully complied with all externally imposed capital requirementsasshown in the table below: 

 

 
 

Eligible Own Funds 

Original Own Funds(Tier 1 Capital) 

 
Capital Requirements/Risk Weighted Assets 

Credit risk 

Foreign Exchange Risk 

2014                2013 

€000                €000 

 
1.382 251 

 
 

840 17 

3.112                  - 
 

Operational Risk 

Additional Fixed Overhead Risk 

Total Risks 

- 124 

2.588                  - 

6.540 141 

 

Minimum Capital Adequacy Ratio 

 
Capital Adequacy Ratio 

8% 8% 

 
21,14% 14,21% 

 

Own Fundsmean the capital base as defined in the existing capital base directive. The capital base of CIFs is made up of Tier 1 original 

own funds, Tier 2 additional own funds, less deductions from capital. Tier 1 capital consists mainly of paid up share capital, reserves 

brought forward, lessany proposed dividends,translation differencesand unaudited current period losses,asapplicable. 
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Financial Supervisory Authorit y - BaFin (Registrat ion number: 126399), t he Brit ish Financial Conduct Authorit y - FCA (Regist rat ion number: 

580193), t he French Autorite de Cont role Prudent iel et de Résolut ion Banque de France - ACPR (Regist rat ion number 

74013), and is MiFID compliant under t he Investment Services and Regulated 

Market Law of 2007 (Law number: 144(I)/2007). Techno Innovat ions Ltd. is licensed to provide t he investment services of 

Agency Only Execut ion (i.e.recept ion and t ransmission of orders,execut ion of orders on behalf of clients) and Port folio Management in relat ion 

to Transferable Securit ies, Opt ions, Futures, SWAPS, Forward Rate Agreements, Financial 
Cont racts for Differences (CFD) and other Derivat ives. Techno Innovat ions Ltd. is also licensed to provide the ancillary service 
of Safekeeping and Administrat ion of Financial Instruments. 


