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SREP questionnaire for investment firms

Institution name:
Reference date: 30/06/2016
A. Business model

a. Environment (risk of external factors)

1. What are the risks of the institution’s activity stemming from external factors? 
(e.g. geographic environment, particularly strong competition, low financial literacy, risk of counterparties contributing to the execution of orders, risk of settlement systems, changes in the regulatory environment) 
2. To what extent the capital market segment where the institution primarily pursues its activity can be delimited?
Present the breakdown of the turnover by key capital market segments, i.e. BSE spot transactions, BSE futures, spot and futures executed at foreign stock exchanges, OTC transactions, proprietary transactions.
3. Does the institution execute any OTC derivative leveraged brokerage transactions with third party contribution (e.g. White Label Scheme)? 
4. Describe the risks of corporate bonds affecting the institution (e.g. the payments take place contrary to the agreement, change in the exchange rate or interest rates affecting the positions).
Submit the corporate bond ledger, broken down by own and client bonds (owned by the bank/client), for the dates of 30/06/2015, 31/12/2015 and 30/06/2016, in accordance with the following headers: title of securities, ISIN code, owner’s code (MiFID code), nominal value, quantity.
In addition to the foregoing, provide us – for the period of 30/06/2015-30/06/2016 – with the transaction list related to corporate bonds, in accordance with the following headers: title of securities, ISIN code, owner’s code (MiFID code), value date, nominal value, quantity, price, indication of purchase/sale, transaction type. 
5. To what extent the client segment where the institution primarily pursues its activity can be delimited?
Present the breakdown of the turnover by key client categories, i.e. household client, professional client, eligible counterparty.
6. Did the management of the institution notice in the past 12 months any signs that imply loss of confidence on the part of the clients and market counterparties?
(e.g. migration of clients, termination of counterparty relations, rise in the number of litigious cases, loss of confidence due to Brexit)
7.  Did it become necessary to apply the measures included in the recovery plan since 30 June 2015? 
b. Strategy

8. Date of adopting or adjusting the currently effective strategy. Which forum did approve it and until what date is it valid? Did the objectives and focus of it change as a result of the crisis or due to other reasons?
9. Present the institution’s risk strategy! (When and by which body was it adopted?) Does it apply risk limit schemes (industry, product, transaction, etc.)
Please attach it to the questionnaire.
10. To what extent does your business plan facilitate flexible response upon the occurrence of unfavourable events?
11. To what extent and in which areas do the surplus burdens prescribed based on the “QKKA”Act (Act on Establishing the Workout Fund for the Settlement of the Claims of the Questor victims) and due to the surplus contributions to IPF change the strategy of the Institution? How do you plan to adjust to the changed business conditions? What kind of market trends do you expect in connection with this from the competitors?
c. Profitability

12. What are the key services and markets for the institution?
13. Detail the changes in the institution’s income structure in the past 12 months!
The breakdown of income must be allocated to the key areas; the undistributed part must be allocated to the “other” category; 100 percent of the net sales must be distributed.
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14. Detail the changes in the institution’s cost structure in the past 12 months!
The table should show the cost structure that can be allocated directly to the key areas.
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15. Is there any service/execution venue that was introduced in the past one year and which the institution expects to realize major increase in turnover/income?
16. (have you prepared any preliminary business survey with regard to the expected return?) Is there any service/execution venue that was terminated in the past one year? What was the reason for the termination?
17. What kind of new risks do you perceive in relation to the introduction of new services/execution venues and what do you do to address them?
(e.g. optimistic and pessimistic scenarios, stress tests)
d. Corporate governance

18. Please describe the ownership structure of the institution.
(Typical conduct of the owners and the impact thereof on the operation of the institution)
Please attach it to the questionnaire.
19. How does the owner’s control scheme operate at the institution?
(operating rules of SB, topics discussed, presentation of the processing of internal audit materials, the frequency thereof, did the owner perform any audit, does the SB procure audits by independent experts, are there any rules for the feedback on the adopted SB resolutions, does the Board report to the SB, etc.)
20. Attach your organisation chart and indicate on it the areas of risk management, internal audit, compliance function and the management of non-performing assets.
21. Present the development of the internal lines of defence.
22. Present the institution’s remuneration policy in respect of the employees whose professional activity has major effect on the institution’s risk profile. 
(Which jobs does it concern, what are the principles thereof, what ratios are defined in the relation of fixed and performance-based remuneration, in what way and broken down to how many years is the performance-based bonus paid, etc.)
23. Did the competition authority conduct any inspection at the institution in the past 3 years, is there any pending litigation initiated against it by a client?
24. Did the range of outsourced activities change in the past 12 months? Did any major problem arise in relation to the outsourced activity? In what way does the institution control the outsourcing partner? What kind of activities does it plan to outsource in the next 12 months?
B. Internal capital calculation and liquidity
a. General overview

25. Which risks does the management deem to be material in its operation, and why?
Name not only the key risk categories (lending, operational, etc.), but rather detail which one, within those categories, you regard problematic for the operation of the institution. (When reckoning the potential risk we propose to take into consideration the provisions of the “Assessment of material risks” section of the Internal Capital Adequacy Assessment Process (ICAAP), the Internal Liquidity Adequacy Assessment Process (ILAAP) and their supervisory review, and the Business Model Analysis (BMA) methodological manual, published on the website of the Supervisory Authority). The presentation should describe the content of identified risks and the justification for the classification of risks treated is irrelevant.
26. Present your risk management framework!
(Principles and areas – products, business lines, markets – of risk assumption; degree,, measurement, management, limitation of risk assumption; position of the risk management area within the organisation, its duties, relation with the management; regulations, reports, etc.)
27. Which method do you use for the calculation of the internal capital requirement (Pillar 1, building block approach, other)? 
28. Are there any factors (e.g. low risk environment, collateral quality) that the institution considered as elements reducing the capital requirement when calculating the amount of the internal capital requirement?
If yes, present those and justify the risk mitigating effect!
29. Does the institution apply stress tests during the calculation of the internal capital requirement?
If  yes, present them and the results of those!
30. Does the institution apply the results of the internal capital requirement calculation in other areas?
(e.g. risk management, pricing, impairment recognition). If yes, present the application of those!
b. Business processes and capital

31. In what ratio and volume does the institution pursue activities of higher than average risk?
(e.g. proprietary trading, extension of investment loans, deferred securities and/or financial settlement, acceptance of less than 100 percent cover and/or T + day cover for the execution of client orders)
32. How do you perform the rating of business partners? Based on what data and information do you determine their risk rating? How often is it revised?
33. What was the internal capital requirement calculated by the institution in total and by risks on 30 June 2016?
Please quantify and justify the potential discrepancies compared to the regulatory capital requirement. If you allocate no capital requirement to any of the risks (e.g. strategic risk, reputation risk), justify the exemption of the risks from the capital requirement. (Answer the question in the Excel Annex 2 / deduction of the internal capital calculation/)
34. Based on the institution’s current business and capital plans in what way will its capital requirement and the amount of available capital change in the next 2.5 years? In what way does the institution wish to increase the amount of available capital, if necessary?
	 
	30/06/2016*
	31/12/2016
	31/12/2017
	31/12/2018

	Available own funds
	 
	 
	 
	 

	Regulatory minimum capital requirement
	 
	 
	 
	 

	Internal capital requirement (ICAAP)
	 
	 
	 
	 

	Capital surplus/shortfall**
	 
	 
	 
	 

	* In the first column indicate the actual data, while in the last 3 columns indicate the plan figures

	** The higher of the regulatory minimum capital and the internal capital requirement, reduced by the available own funds


35. Submit your current business plan, updated with the impacts of known trends and circumstances (primarily the IPF and QKKA contributions, tightening legislative requirements, e.g. tightening IT rules and audit procedures). 
c. Liquidity

36. Present your liquidity management methodology.
(Identification, measurement and monitoring of liquidity risks, cash flow monitoring, funding of investment loans, deferred financial and securities settlements and providing liquidity for them, presentation of credit lines and loan portfolios, etc.)
37. Did the institution have liquidity difficulties in the past 12 months, if yes, due to what reasons, and in what way and at what cost did it manage to address the problem?
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