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 Lucidus Capital Partners LLP 

Pillar 3 Disclosures 
(as at 31 December 2014) 

Introduction 

The Capital Requirements Directive (the “CRD”) of the European Union establishes a regulatory 

capital framework across Europe governing the amount and nature of capital to be maintained by 

credit institutions and investment firms. In the United Kingdom, the CRD has been implemented by 

the Financial Conduct Authority (FCA) through rules set out in the General Prudential Sourcebook, 

the Prudential Sourcebook for Banks, Building Societies and Investment Firms and the Senior 

Management Systems and Controls Sourcebook. 

The European framework consists of three “Pillars”: 

• Pillar 1, which sets out the minimum capital requirements that firms are required to meet 

for credit, market and operational risk; 

• Pillar 2, which requires firms and supervisors to take a view on whether a firm needs to 

hold additional capital against risks not adequately covered in Pillar 1 and to take action 

accordingly; and 

• Pillar 3, which requires firms to publish certain details of their risks and capital and risk 

management (including in relation to remuneration) in order to improve market discipline. 

The rules in section 11 of the Prudential Sourcebook for Banks, Building Societies and Investment 

Firms (“BIPRU”) set out the requirements for Pillar 3 disclosures. This disclosure statement provides 

the information required to be disclosed by Lucidus Capital Partners LLP (the “Firm”) in order to 

meet the Firm’s Pillar 3 disclosure obligations. 

The Firm intends to issue its Pillar 3 disclosures on an annual basis as soon as practicable after the 

approval of its annual audited accounts. This disclosure statement is issued following the approval of 

the Firm’s audited accounts for the year ended 31 December 2014 and, unless otherwise stated, all 

figures are as at 31 December 2014. 

We may omit one or more of the disclosures listed in BIPRU 11.5 if the information provided by such 

disclosures is not, in the light of the criteria specified in BIPRU 11.4.1R, regarded as material.  

General 

The Firm is authorised by the FCA as a full-scope UK alternative investment fund manager and is 

categorised by the FCA for prudential regulatory purposes as both a collective portfolio management 

investment firm (“CPMI firm”) and a BIPRU firm.  

The Firm is not a member of a group and, therefore, is not required to prepare consolidated 

reporting for prudential purposes or to make disclosures in relation to any other entities. 

Disclosures:  Risk Management Objectives and Policies 

The Firm’s Board has overall responsibility for the management and control of the Firm’s business 

and affairs. The Board determines the Firm’s business strategy and risk appetite and is responsible 

for establishing and maintaining the Firm’s governance arrangements. The Board is also responsible 
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for ensuring that the Firm has in place and implements a risk management framework which 

recognises the risks faced by the Firm’s business. 

Through the Firm’s committee structure, the risks faced by the Firm’s business are identified and 

steps taken on an on-going basis to mitigate and assess the arrangements to manage those risks.  

The relevant committees meet on a regular basis and, as appropriate, discuss current projections for 

profitability and cash flow and regulatory capital management, business planning and risk 

management.  The Firm’s chief executive officer, in conjunction with the Firm’s relevant committees, 

manages the Firm’s risks through a framework of policies and procedures having regard to relevant 

laws, standards, principles and rules (including FCA principles and rules) with the aim of operating a 

defined and transparent risk management programme.  These policies and procedures are updated 

as required. 

The Firm has identified that business, operational, market and credit risks are the main areas of risk 

to which the Firm is exposed.  Through relevant committees, the Firm’s risk controls and other risk 

mitigation arrangements are reviewed regularly to assess their effectiveness.  Where a material risk 

is identified, the financial impact of the risk is considered as part of the Firm’s business planning and 

capital management processes and a conclusion reached on whether the amount of the Firm’s 

regulatory capital is adequate.  

Disclosures:  Capital Resources, Risks and Capital Requirements 

The Firm is a limited liability partnership and its capital arrangements are set out and governed in a 

Partnership Agreement between the members of the Firm. 

The main features of the Firm’s capital resources for regulatory purposes are as follows: 

Capital item £’000 

Tier 1 capital
1 2,071 

Total tier 2, innovative tier 1 and tier 3 capital  0 

Deductions from tier 1 and tier 2 capital 0 

Total capital resources, net of deductions 2,071 

1
The amount of tier 1 capital is not subject to any deductions and does not include any hybrid capital or 

capital instruments. 

 

The Firm is not of significant size in terms of staff numbers and has a straight-forward operational 

infrastructure.  Its market risk is limited to foreign exchange risk on its accounts receivable in foreign 

currency. The Firm’s principal credit risk arises from management and performance fees receivable 

from the two alternative investment funds (AIFs) under its management.  The Firm follows the 

standardised approach to market risk and the simplified standard approach to credit risk. Business 

and operational risks are assessed and mitigated as part of the Firm’s Internal Capital Adequacy 

Assessment Process (ICAAP). 
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As a CPMI firm, the Firm is required to hold regulatory capital is excess of the following: 

(A) the higher of: 

(1)  the funds under management requirement, being €125,000 plus 0.02% of the amount by 

which the Firm’s funds under management exceed €250m. (For this purpose, the Firm’s funds 

under management are calculated as the sum of the absolute values of all assets of the AIFs 

managed by the Firm, including assets acquired through the use of leverage. Derivative 

instruments are to be converted into their equivalent positions in the underlying assets.); and 

(2) the fixed overheads requirement (“FOR”), being one quarter of the Firm’s fixed overheads 

in the preceding year; 

 plus, 

 (B) in order to cover professional liability risks, either: 

(1) additional own funds equal to 0.01% of the value of the portfolios of AIFs managed by the 

Firm. (For this purpose, the value of portfolios of AIFs are calculated as the absolute value of 

all assets of the AIFs, including assets acquired through leverage, whereby derivate 

instruments shall be valued at their market value); or 

(2) professional indemnity insurance which satisfies the requirements of IPRU(INV) 11.3.15EU 

and IPRU(INV) 11.3.16R. 

In relation to (B) above, the Firm has decided to cover professional liability risks by maintaining an 

appropriate professional indemnity insurance policy. 

As a BIPRU firm, the Firm is required to hold regulatory capital equal to or in excess of the higher of: 

 (1) the sum of the credit risk capital requirement and the market risk capital requirement: 

 and 

 (2) the FOR. 

However, as the Firm’s only current activities involve managing AIFs, the Firm has no credit risk 

capital requirement or market risk capital requirement as these are only relevant to designated 

investment business other than managing AIFs.  

As at 31 December 2014, the Firm’s regulatory capital requirement was £1.9m. This has been 

determined by reference to the Firm’s FOR and also covers the agreed excess amounts in the Firm’s 

professional indemnity insurance policy. The FOR is equal to one quarter of a firm’s relevant fixed 

expenditure calculated in accordance with GENPRU 2.1.54R. A firm’s relevant fixed expenditure is 

the amount described as total expenditure in the firm’s most recent audited annual report and 

accounts net of variable expenditure, which include discretionary bonuses paid to staff, allowable 

commission and fees and non-recurring project costs.  

The Firm monitors its expenditure on a monthly basis and takes into account any material 

fluctuations in order to determine whether the FOR remains appropriate to the size and nature of 

the business or whether any adjustment needs to be made intra-year. 
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Disclosures:  Remuneration       

AIFM Remuneration Code 

As a full-scope UK alternative investment fund manager, the Firm is subject to the AIFM 

Remuneration Code set out in section 19B of the FCA’s Senior Management Systems and Controls 

Sourcebook (the “AIFM Remuneration Code”). 

The Firm’s business is to provide investment management services to Green T G2 Fund Limited and 

Lucidus Leveraged Credit Fund Limited both of which are AIFs managed by the Firm (“the Funds”). 

Subject to the remuneration principles proportionality rule referred to below, the Firm’s policies 

relating to remuneration comply with the requirements of the AIFM Remuneration Code, and such 

policies: 

• are consistent with and promote sound and effective risk management; 

• do not encourage risk-taking which is inconsistent with the risk profile set out in the Funds’ 

respective prospectuses ; 

• are in line with the business strategy, objectives, values and interests of the Firm and the 

Funds; and 

• include measures to avoid conflicts of interest. 

Proportionality 

When establishing and applying its policies relating to remuneration, a firm must comply with the 

remuneration principles of the AIFM Remuneration Code in a way and to the extent that is 

appropriate to its size, internal organisation and the nature, scope and complexity of its activities
2
. 

The Firm does not regard itself as significant in terms of its size, internal organisation and the nature, 

scope and complexity of its activities and, accordingly, the disclosures below are made on this basis. 

Disclosures 

The following disclosures are required to be made on at least an annual basis regarding the Firm’s 

remuneration policies and practices for those categories of staff whose professional activities have a 

material impact on the Firm’s risk profile: 

1.  Information concerning the Firm’s decision-making process used for determining its 

remuneration policies 

• The Firm is a limited liability partnership and its decision-making processes are governed by 

the provisions of the Partnership Agreement between the members of the Firm. Under the 

Partnership Agreement, overall responsibility for the management and control of the 

business and affairs of the Firm is conferred on the Firm’s Board. 

• Due to its size, the Firm does not have a separate remuneration committee and, accordingly, 

the Firm’s Board is the governing body responsible for reviewing the general principles of 

the Firm’s remuneration policies and their implementation. 

• The day-to-day implementation of the Firm’s remuneration policies has been delegated to 

the Firm’s chief executive officer who acts in consultation with other senior partners of the 

Firm. 

                                                           
2
 See the FCA’s “General guidance on the AIFM Remuneration Code (SYSC19B)” issued in January 2014. 
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• The Firm’s business model is based on the typical management fee/performance fee/high 

water mark fee structure adopted by managers of hedge funds. This fee structure underpins 

the Firm’s remuneration policies and practices. 

2.  Information on the link between pay and performance, the design characteristics of the 

remuneration system and the features of the variable components of remuneration 

• The remuneration of the Firm’s staff (excluding partners of the Firm) is made up of an 

annual salary and an annual discretionary bonus. Salary levels are market driven and not 

strongly affected by individual performance. However, individual performance during a 

financial year is critical in determining that individual’s discretionary bonus award for the 

year. 

• For individuals who are not portfolio managers, there is no specific financial metric for 

measuring individual performance other than the Firm’s profitability in the relevant year. 

However, depending on the function of the individual, there may be financial related aspects 

of the individual’s performance which are taken into account. There are a range of non-

financial related metrics which are taken into account in measuring performance, including, 

commitment, leadership, technical skills, quality of work and diligence. 

• For individuals who are portfolio managers or analysts, their bonus awards are affected 

significantly by their individual contributions to the generation of performance fees earned 

by the Firm. However, the performance of portfolio managers and analysts is also measured 

against the non-financial related metrics referred to above. In the normal course, bonuses 

for portfolio managers and analysts are paid out of the performance fees earned by the Firm 

although the Firm’s chief executive officer has discretion to vary this practice.   

• Partners of the Firm participate in the Firm’s annual bonus arrangement on the same terms 

as other members of staff. Also, partners receive drawings out of their profit shares each 

year (rather than an annual salary) and hold an equity interest in the Firm which is intended 

to reward them over the longer term as part-owners of the Firm. 

3.  Quantitative Information on remuneration, by business area 

Business Area Aggregate remuneration for year ended 31 December 2014 

Investment Management and Trading £3,907,048 

Non-Trading £2,994,682 

 

4.  Quantitative Information on remuneration, split into fixed and variable remuneration and 

number of beneficiaries 

Category of Remuneration
3
 Total amount for year ended 31 

December 2014 

Number of beneficiaries in the year 

ended 31 December 2014 

Fixed remuneration £5,414,914 33 

Variable remuneration £1,486,816 19 

                                                           
3
 The categorisation of remuneration between fixed and variable remuneration has been made taking into 

account the FCA’s “General guidance on the AIFM Remuneration Code (SYSC19B)”, issued in January 2014. 
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5.  Quantitative Information on remuneration, by senior management and members of staff whose 

actions have a material impact on the risk profile of the Firm 

Code Staff Aggregate remuneration for year ended 31 December 2014 

Senior Management £3,757,889 

Other relevant staff  Nil 

 

 Note: There are no omissions from the above information on the grounds of data protection. 


