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Axia Ventures Group Ltd 
Risk Management Disclosures 2012 
 
 
Introduction 
 
According to the Cyprus Securities and Exchange Commission (“CySEC”) Directive DI144-2007-
05 of 2012 (the “Directive”) – Capital Requirements of Investment Firms, Axia Ventures 
Group Ltd (the “Company”) has an obligation to disclose information relating to risks and risk 
management on an annual basis at a minimum as per Part C, Chapter 7, Sub-Chapter A 
‘Disclosure and Market Discipline’ and Annex XII ‘Technical Criteria on Transparency and 
Disclosure’ of the Directive. 
 
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.  
 
Some concentrations of credit risk with respect to trade receivables exist due to the small 
number of clients. Trade receivables are shown net of any provision made for impairment of 
the receivables. Due to this factor, 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 outside Cyprus and the 
Company has policies to limit the amount of credit exposure to any financial institution. As 
per Company Policy, all clients’ bank accounts are maintained with banks outside Cyprus. 
 
Maximum exposure to credit risk 
 
The table below shows the maximum exposure to credit risk. 
 

 Maximum exposure to credit risk 

 2012 

 €000 

Risk weighted assets:  

Cash and cash equivalents 211 

Trade and other receivables 1.808 

Unlisted investments 176 

Other long term assets 117 

Fixed assets 86 

Total risk weighted assets 2.398 

  

Credit Risk (8% of total risk weighted assets) 192 
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Market 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 US Dollar (“USD”) and the British Pound 
(“GBP”). 
 
The table below shows the Company’s exposure to Foreign Exchange Risk (Market Risk). 
 

 Exposure to foreign exchange risk 

 2012 

 Assets 
(Long) 

Liabilities 
(Short) 

Overall Net 
FX Position 

 €000 €000 €000 

GBP 228 1 227 

USD 191 12 179 

    

Total  419 13 406 

Foreign exchange risk    406 

Capital Base   2.429 

2 % Capital Base   49 

    

Market Risk (8% of total foreign exchange risk)   33 

 
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, which 
attracts interest at normal commercial rates, the Company has no other significant interest 
bearing financial assets or liabilities. 
 
At 31 December 2012, if interest rates on Euro-denominated bank balances had been 1% 
higher/lower with all other variables held constant, post-tax profit for the year would have 
been €8.306 lower/higher, mainly as a result of higher/lower interest income on floating rate 
bank balances. 
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The Company's management monitors the interest rate fluctuations on a continuous basis 
and acts accordingly. 
 
Liquidity Risk 
 
Liquidity risk is defined as the risk when the maturity of assets and liabilities does not match. 
An unmatched position potentially enhances profitability, but can also increase the risk of 
losses. The Company has policies and procedures with the object of minimizing such losses 
and avoiding any cash flow deficiencies.   
 
At 31 December 2012 the Company’s exposure to liquidity risk is limited only to financial 
liabilities that are comprised of trade and other payables of €241.641, which have maximum 
maturity term of 90 days. 
 
Other Risks 
 
Operational Risk 
 
Operational risk is the risk of loss arising from fraud, unauthorized activities, errors, 
omissions, inefficiencies, 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. 
 
Concentration Risk 

 
This includes large individual exposures and significant exposures to companies whose 
likelihood of default is driven by common underlying factors such as the economy, 
geographical location, instrument type etc.   

 
Some concentration of credit risk with respect to trade receivables exists due to the 
Company’s relatively small number of clients. The Company reviews all outstanding balances 
at each year end and provides against any doubtful amounts accordingly. Due to these 
factors, management believes that no additional credit risk beyond amounts provided for 
collection losses is inherent in the Company’s trade receivables. 
 
The Company has a policy in place to monitor debts overdue by preparing a debtors ageing 
report on a monthly basis.  Fees receivable which are past the payment period are chased for 
collection. 
 
There is also concentration of credit risk with regards to bank institutions. The Company is 
closely monitoring the creditworthiness of these institutions and acts accordingly. 
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Reputational Risk 
 
Reputational 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 clients, counterparties, 
shareholders, investors or regulators.  Reputational risk could be triggered by, among others, 
poor performance, the loss of one or more of the Company’s key directors, the loss of large 
clients, poor client service, fraud or theft, client claims and legal action, regulatory fines. 
 
The Company has policies and procedures in place when dealing with possible client 
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 that the Company will continue as a going concern. Such 
procedures are explained in detail in the 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 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 achieved through the 
preparation on a monthly basis of consolidated accounts to monitor the financial and capital 
position of the Company.   
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Regulatory Risk 
 
Regulatory risk is the risk the Company faces by not complying with relevant Laws and 
Directives issued by its supervisory body, CySEC. 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 CySEC; these can 
be found in the Company’s Internal Operations Manual. Compliance with these procedures 
and policies is further assessed and reviewed by the Company’s Internal Auditors. The 
Internal Auditors evaluate and test the effectiveness of the Company’s control framework at 
least annually. Therefore the risk of non-compliance is 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 the review by the Internal Auditors. The structure of the 
Company is such so as 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 board decisions 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. 
 
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. In 2012, CySEC issued an updated Directive DI144-
2007-05 on the Capital Adequacy of Investment Firms. Basel II consists of three pillars: (I) 
minimum capital requirements, (II) supervisory review process and (III) market discipline.  The 
Company has implemented the provisions of the Directive as of 31  December 2012.   
 
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 
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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, other assets and 
fixed assets. 

 
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 three-year period of brokerage commission, income from provision of 
investment banking and other financial services, interest income and broker research income 
(net of research costs). 

 
Pillar II – The Supervisory Review Process (SRP) 

 
The SRP 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. 

 
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 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, as per the Directive, included its risk management disclosures on its 
website (www.axiavg.com) as it does not publish its financial statements.  Verification of 
these disclosures has been made by the external auditors and sent to CySEC within the 
stipulated timeframe. 
 
 
 
 
 

http://www.axiavg.com/
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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 maximise shareholders’ value. 

 
The Company manages its capital structure and makes adjustments to it in the 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%.  CySEC may impose additional capital requirements for risks not covered by 
Pillar I. 
 
Throughout 2012, the Company has fully complied with all externally-imposed capital 
requirements as shown in the table below. 
 

 2012 

 €000 

Total Capital (Own Funds) 2.429 

  

Risk weighted assets – Credit Risk 192 

Risk weighted assets – Market Risk 33 

Risk weighted assets – Operational Risk 442 

Total Risks 667 

  

Surplus Capital Against Total Risks 1.762 

  

Total Capital Adequacy Ratio 29,13% 

 
Under the Directive, Own Funds consist mainly of paid up share capital, retained earnings less 
any proposed dividends, translation differences and un-audited current year losses.  Current 
year profits are not added to own funds unless these are audited. 
 
The Capital adequacy ratio of the Company is 29,13% which is much higher than the minimum 

required 8% and is generally maintained at high levels as per the Company’s Board of 

Directors’ policy. 

 
Remuneration policy 
 
As part of the Company’s human resources policy, its focus on performance management and 
its commitment to the retention and ongoing development of its staff, the Company operates 
an annual Performance Appraisal Programme for all its employees. 
 
The main purpose of the Employee Performance Appraisal process is to ensure that, at least 
once a year, employees and their managers meet to discuss individual and team 
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performance/development/other issues, as well as elaborate on and discuss various pertinent 
subjects in a formal manner. 
  
Following the completion of the Annual Performance Appraisal, the managers of the 
individual departments make recommendations to the Company’s Group Managing Directors, 
who are responsible for the approval of salary levels and bonuses. Changes in salaries and 
bonuses lie at the absolute discretion of the Group Managing Directors, at least two of whom 
have to approve and authorize them before they can be processed. 
 
The remuneration for 2012 is presented in the table below. 
 

 Investment 
banking 

Brokerage Other Total 

 €000 €000 €000 €000 

Senior management – fixed 
remuneration 

134 175 128 437 

Senior management – variable 
remuneration 

- 7 8 15 

Total 134 182 136 452 

     

Number of employees 2 2 3 7 

 
No severance payments or deferred remuneration have been awarded during the year. 
Further, all payments were made in cash. 
 
 
 


