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Annex 2: MIFIDPRU Disclosure
Disclosure Period: 01/01/2022 —31/12/2022

Background

MIFIDPRU investment firms must make certain disclosure about its risk management policies and
procedure, regulatory capital requirements and availability, and remuneration policies and procedures.
MIFIDPRU 8.1.10R states that the disclosures must be made publicly and annually on the date of
publication of annual financial statement or the date of annual solvency statement submission to the
FCA. MIFIDPRU 8.1.17G states that the FCA expects that, where possible, firms will use their websites to
make this disclosure.

Risk Management objectives and policies

As per MIFIDPRU 8.2.1R, a MIFIDPRU investment firm must disclose its risk management objectives and
policies for the categories of risk addressed by own funds requirements, concentration risk, and liquidity
risk.

The disclosure must include:

— aconcise statement approved by the governing body describing the potential for harm
associated with the business strategy;

— asummary of the strategies and processes used to manage the risks and how those helps in
reducing potential for harm;

— approach to risk appetite and risk management;

— structure and operations of risk management, including information on senior manager
responsible;

— approach to monitoring efficacy of risk management infrastructure.

The Firm’s senior management firmly believes that the business and operating model of the Firm is
simple with little potential for harm to markets, customers, or other stakeholders. The Firm is
independent, employee owned, and its senior management is made up of highly experienced individuals.
The Firm’s balance sheet is strong with excess equity, sufficiently liquid capital and a good earnings
pipeline. The Firm only provides service of discretionary portfolio management, to large regulated
institutional clients, located in UK and EEA. It conducts appropriate due diligence on its customers,
particularly their solvency and controls. The Firm has an independent compliance department, and has
outsourced non-core activities to established third parties in Europe, after sufficient due diligence and
with regular monitoring. The Firm follows a traditional investment strategy with long-term and long-only
investment strategy, investing in highly liquid and listed securities in developed market and offer
investors a transparent all-inclusive capped OCF charging structure.

The Firm’s senior management has a low tolerance for risks. As the business is owned by senior
employees, they are keen to ensure a long term sustainable business that can continue to survive and
grow. It considers risk management as an important aspect of the overall business strategy and has
accordingly developed a robust and proportionate risk management infrastructure. Only those risks that
are considered essential for running the business are assumed.

The Firm’s approach to risk management is to first reduce risk through avoidance of activities that could
cause potential harm. Activities that are critical to Firm’s business and operating model and therefore



cannot be avoided, are conducted in a manner that results in the lowest possible risk of harm. Such
reduction of harm is achieved through implementation of relevant systems and controls to measure and
monitor the factors affecting such risks. Finally the Firm also manages risk through insurance covers or
additional capital to meet any compensation claims due to an actual harm.

The Firm has implemented a detailed risk management infrastructure to identify, record, manage, and
monitor risk.

— Risk forms a standing agenda item on the management committee meetings. Even outside of
management committee meetings, risks are discussed quite regularly.

— Risk policies and procedures are maintained and regularly reviewed by the senior management.
The risk register is regularly reviewed and updated.

— Risks are scored based on probability and impact, before and after any mitigation. Mitigations
include systems and controls, training, insurance, and additional capital.

— Risk infrastructure is generally made of three lines of defences with the business area most
relevant being the first line, compliance being the second line, and management committee
being the third line. For several risks, there are additional lines of sight and monitoring as well,
such as the fund ManCo, fund depositary, or the firm auditor/regulator.

— Risks that have materialised are reviewed and discussed and their associated controls are
investigated to verify whether they still remain effective.

Own funds

As per MIFIDPRU 8.4.1R, the Firm must disclose, in FCA determined template, the following information:

a. areconciliation of common equity tier 1 items, additional tier 1 items, tier 2 items, and the
applicable filters and deductions applied in order to calculate the own funds of the firm;

b. a reconciliation of (a) with the capital in the balance sheet in the audited financial statements of
the firm; and

c. adescription of the main features of the common equity tier 1 instruments, additional tier 1
instruments and tier 2 instruments issued by the firm.

In the below table, the Firm has provided information on its own available capital deductions applied,
and quality of capital information, using last audited statements.

Composition of regulatory own funds

[tem Amount (GBP Source based
thousands) on reference

number/letters
of the balance
sheet in the
audited
financial
statements

1 OWN FUNDS 1,296
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10

11

19

20

21

22

23

24

25

26

27

TIER 1 CAPITAL

COMMON EQUITY TIER 1 CAPITAL

Fully paid up capital instruments
Share premium

Retained earnings

Accumulated other comprehensive income
Other reserves

Adjustment to CET1 due to prudential
filters

Other funds

(-) TOTAL DEDUCTIONS FROM COMMON
EQUITY TIER 1

CET1: Other capital elements, deductions,
and adjustments

ADDITIONAL TIER 1 CAPITAL

Fully paid up, directly issued capital
instruments

Share premium

(-) TOTAL DEDUCTIONS FROM
ADDITIONAL TIER 1

Additional Tier 1: Other capital elements,
deductions, and adjustments

TIER 2 CAPITAL

Fully paid up, directly issued capital
instrument

Share premium

1,296

1,296 Statement of
changes in

equity

1,000 Note 17

296 Statement of
financial
position
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28 (-) TOTAL DEDUCTIONS FROMTIER 2 0

29 Other capital elements, deduction and 0
adjustments

Own funds: reconciliation of regulatory own funds to balance sheet in the audited
financial statements

Flexible template - rows to be reported in line with the balance sheet included in the
audited financial statements of the investment firm.

Columns should be kept fixed, unless the investment firm has the same accounting and
regulatory scope of consolidation, in which case the volumes should be entered in
column (a) only.

Figures should be given in GBP thousands unless noted otherwise.

a b C

Balance sheetasin  Under Cross-
published/audited regulatory reference to
financial statement  scope of template OF1

consolidation

As at period end As at period
end

Assets - Breakdown by asset classes according to the balance sheet in the audited
financial statements

1 Tangible assets 38

2 Debtors 467

3 Cash at bank 1,518
Total Assets 2,023

Liabilities - Breakdown by liability classes according to the balance sheet in the audited
financial statements

4 Creditors 718
5 Deferred taxes 9
Total Liabilities 727

Shareholder’s Equity

6 Called up share 1,000
capital
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7 Profit and loss 296
account

Total Shareholders’ 1,296
equity

Own funds: main features of own instruments issued by the firm

Free text: A non-exhaustive list of example features is included below

Firm's own capital is made up CET1 common equity, as a combination of paid up share
capital and audited retained earnings. The shares are privately held by founding
employees of the company.

The Firm does not have any other source or quality of capital that it is using towards own
funds.

The capital is all liquid capital made up of primarily cash in bank and high quality
receivables (trade receivables, prepayments etc.).

Common equity has standard dividend rights that depends on the management
committee’s discretion.

Examples

Public or private placement

Instrument type

Amount recognised in regulatory capital (GBP thousands, as of most recent reporting date)
Nominal amount of instrument

Issue price

Redemption price

Accounting classification

Original date of issuance

Perpetual or dated

Maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and redemption amount
Subsequent call dates, if applicable

Coupons/dividends

Fixed or floating dividend/coupon

Coupon rate and any related index

Existence of a dividend stopper

Convertible or non-convertible
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Write-down features

Link to the terms and conditions of the instrument

Own funds requirements

As per MIFIDPRU 8.5.1R, the Firm must disclose information regarding its compliance with the
requirements of:

— the k factor requirements
— the fixed overhead requirements

As per MIFIDPRU 8.5.2R, the Firm must disclose its approach to assessing adequacy of its own funds in
accordance with OFAR (MIFIDPRU 7.4.7R).

The Firm determines its regulatory capital using the MIFIDPRU OFAR. The Firm calculates its pillar 1 rules
based capital requirement using most recent audited accounts and projected income statement. The
Firm calculates its Pillar 2 capital requirements using a risk of harm based calculation. For this
calculation, the Firm maintains a detailed risk and harms register with gross and net scores. For some
risks, such as operational risk, revenue concentration risk, the Firm has determined required capital
required to cover any residual risk.

The Firm is an SNI MIFIDPRU investment firm, and accordingly it is not subject to k factor requirement.

The Firm’s regulatory capital is guided by its fixed overhead requirement (FOR). The FOR based on FY
2022 audited accounts is: £425k.

Remuneration policy and practices
Qualitative disclosures

MIFIDPRU 8.6 requires the following aspects of qualitative remuneration disclosure:

approach to remuneration of staff, in particular:
o the principles or philosophy guiding the Firm’s remuneration policies and procedures
o how the Firm links variable remuneration and performance
o the Firm’s main performance objectives
o the categories of staff eligible to receive variable remuneration

— objectives of its financial incentives
— decision making process and governance around MIFIDPRU remuneration code

— an understanding of the risk profile of the Firm and/or the assets it manages; and an overview
of the incentives created by the remuneration policies and practices. Such information must
include:

o different components of the remuneration structure, with identification as fixed or
variable

o asummary of the financial and non-financial performance criteria used across the
Firm, broken down into the assessment criteria for performance of the Firm, business
unit, and the individual.

The Firm has a simple business model and operating structure. It provides discretionary portfolio
management services to regulated clients for regulated portfolios. The Firm’s own operations and
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investment process are accordingly highly regulated, making the Firm and its business a low risk
organisation.

The Firm has designed and implemented a standard remuneration structure made up of fixed
remuneration, employee benefits, and discretionary performance-linked variable remuneration. The
fixed remuneration is decided based on the scope of responsibilities and standard market pay. The
employee benefit is fixed and is decided based on standard market practices. The discretionary
performance linked bonus depends on a combination of factors including the employee’s performance,
the Firm’s performance, capital planning and budgeting, dividend distribution schedule etc.

The key principles underpinning remuneration is to maintain a team of appropriately paid employees
who are committed towards Firm’s success, while keeping fixed costs in control. Discretionary bonus
creates incentives for achieving and maintaining performance. The Firm’s main performance objective
is to generate sustainable investment performance in compliance with applicable rules and while
providing good customer service. This performance objective creates natural performance objectives for
relevant business unit and individuals within those functions.

Salaries and benefits are reviewed regularly to ensure that they continue to remain competitive and
appropriate.

Quantitative disclosures

As per MIFIDPRU 8.6.8R, the Firm must disclose the below quantitative information for the financial year
to which the disclosure relates.

As an SNI MIFIDPRU investment firm, the Firm must disclose the total amount of remuneration awarded
to all staff, split into fixed and variable remuneration.

Remuneration type Amount (in GBP thousands)
Fixed component 791
Variable component 560
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Disclosures:

This document is owned by Lightman Investment Management Limited (“Lightman”, “we”, “us”). Lightman Investment
Management Limited (FRN: 827120) is authorised and regulated by the Financial Conduct Authority (“FCA") as a UK MiFID
portfolio manager eligible to deal with professional clients and eligible counterparties in the UK. Lightman is registered
with Companies House in England and Wales under the registration number 11647387, having its registered office at c/o
Buzzacott LLP, 130 Wood Street, London, United Kingdom, EC2V 6DL.

Target audience:

This document is intended for ‘Eligible Counterparties’ and 'Professional’ clients only, as described under the UK Financial
Services and Markets Act 2000 (“FSMA”") (and any amendments to it). It is not intended for ‘Retail’ clients and Lightman
does not have permission to provide investment services to retail clients. Generally, marketings document are only
intended for ‘Eligible Counterparties’ and ‘Professional’ clients in the UK, unless they are being used for purposes other
than marketing, such as regulations and compliance etc. The Firm may produce marketing or communication documents
for selected investor types in non UK jurisdictions. Such documents would clearly state the target audience and target
jurisdiction.

Collective Investment Scheme(s):

The collective investment scheme(s) - WS Lightman Investment Funds (PRN: 838695) (“UK OEIC", “UK umbrella”), and WS
Lightman European Fund (PRN: 838696) (“UK sub-fund”, "UK product”) referenced in this document are regulated
collective scheme(s), authorised and regulated by the FCA. In accordance with Section 238 of FSMA, such schemes can be
marketed to the UK general public. Lightman, however, does not intend to receive subscription or redemption orders from
retail clients and accordingly such retail clients should either contact their investment adviser or the Management Company
Waystone Management (UK) Limited (“Waystone UK") in relation to any fund documents.

The collective investment scheme(s) - Elevation Fund SICAV (Code: ©000012482) (“Luxembourg SICAV”, “Luxembourg
umbrella”), and Lightman European Equities Fund (Code: ©00012482_00000002) (“Luxembourg sub-fund”, “Lux product”)
referenced on this website are regulated undertakings for collective investments in transferrable securities (UCITS),
authorised and regulated by the Commission de Surveillance du Secteur Financier (CSSF) in Luxembourg. In accordance
with regulatory approvals obtained under the requirements of the Law of 17 December 2010 relating to undertakings for
collective investment, the schemes can be marketed to the public in Luxembourg, Norway, Spain, and Republic of Ireland.
Lightman, however, does not intend to receive subscription or redemption orders from any client types for the Lux product
and accordingly such client should either contact a domestic distributor, domestic investment advisor or the Management
Company Link Fund Solutions (Luxembourg) S.A. (“Link Luxembourg”) in relation to any fund documents.

Luxembourg umbrella and Luxembourg sub-fund are also approved for marketing to professional clients and eligible
counterparties in the UK under the UK National Private Placement Regime (NPPR). UK registration numbers for the funds
are as follows: Elevation Fund SICAV (PRN: 957838) and Lightman European Equities Fund (PRN: 957839). Please write to
us at compliance@lightmanfunds.com for proof of UK registration of the funds.

Luxembourg sub-fund is also approved for marketing to qualified investors in Switzerland, within the meaning of Art. 10
para. 3 and 3ter CISA. In Switzerland, the representative is Acolin Fund Services AG, Leutschenbachstrasse 50, 8050 Zurich,
Switzerland, whilst the paying agent is NPB Neue Privat Bank AG, Limmatquai 1/ am Bellevue, 8024 Zurich, Switzerland.

Accuracy and correctness of information:

Lightman takes all reasonable steps to ensure the accuracy and completeness of its documents; we however request all
recipients to contact us directly for the latest information and documents and issued documents may not be fully updated.
We cannot accept any liability arising from loss or damage from the use of this document.

Wherever the document refers to a third party such as Waystone, Link, Northern Trust etc., we cannot accept any
responsibility for the availability of their services or the accuracy and correctness of their content. We urge users to contact
the third party for any query related to their services.

Important information for non-UK persons (Including US persons):

This document is not intended for any person outside of the UK, Switzerland, or the European Economic Area (EEA).
Lightman or any of the funds referenced on this document are not approved for marketing outside of the UK, Switzerland,
or the EEA. All such persons must consult their domestic lawyers in relation to services or products offered by Lightman.

Risk warning to all investors:
The value of investments in any financial assets may fall as well as rise. Investors may not get back the amount they
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originally invested. Past performance is not an indicator of future performance. Potential investors should not use this
document as the basis of an investment decision. Decisions to invest in any fund should be taken only on the basis of
information available in the latest fund documents. Potential investors should carefully consider the risks described in those
documents and, if required, consult a financial adviser before deciding to invest.

Offer, advice, or recommendation:

No information or document in this document is intended to act as an offer, investment advice or recommendation to buy
or sell a product or to engage in investment services or activities. You must consult your investment adviser or a lawyer
before engaging in any investment service or product.

GDPR:
Lightman may process personal information of persons using this document. Please read our privacy policy on our website.

Copyright:
The content on this document cannot be distributed or reproduced without our consent.
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